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are enrolled in
Medicaid




We estimate effects of
childhood Medicaid
eligibility by comparing
cohorts across states and
over time.
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HEALTH INSURANCE ELIGIBILITY, UTILIZATION OF
MEDICAL CARE, AND CHILD HEALTH*

JANET CURRIE AND JONATHAN GRUBER

We study the effect of public insurance for children on their utilization of
medical care and health outcomes by exploiting recent expansions of the Medicaid
program to low-income children. These expansions doubled the fraction of chil-
dren eligible for Medicaid between 1984 and 1992. Take-up of these expansions
was much less than full, however, even among otherwise uninsured children. De-
spite this take-up problem, eligibility for Medicaid significantly increased the uti-
lization of medical care, particularly care delivered in physicians’ offices.
Increased eligibility was also associated with a sizable and significant reduction

in child mortality.
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RICHARD T ELY LECTURE

Inequality at Birth: Some Causes and Consequences

By JANET CURRIE*

Economists have long been interested in the
origins of inequality between individuals and
between groups. Richard Ely, the founder of the
American Economic Association and the person
honored by these lectures, was certainly con-
cerned about the “....share of the total product
of industry that is received by each section of the
community” (Richard T. Ely, Thomas S. Adams,
Max O. Lorenz, Allyn A. Young 1910, p. 542).

The first part of the lecture will review some
of the evidence about the determinants of health
at birth. I argue that individuals may start with
very different endowments at birth because of
events that happened to them during a critical
period: the nine months that they were in utero.
In turn, endowments at birth have been shown to
be predictive of adult outcomes and of the out-
comes of the next generation.
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Medicaid eligibles
have increased
college enrollment




Medicaid eligibles
have lower fertility




Medicaid eligibles
have higher

lifetime earnings /




Medicaid
generates 58 cents
of federal tax
revenue per dollar
spent
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A UNIFIED WELFARE ANALYSIS OF GOVERNMENT
POLICIES*

NATHANIEL HENDREN AND BEN SPRUNG-KEYSER

We conduct a comparative welfare analysis of 133 historical policy changes
over the past half-century in the United States, focusing on policies in social in-
surance, education and job training, taxes and cash transfers, and in-kind trans-
fers. For each policy, we use existing causal estimates to calculate the benefit
that each policy provides its recipients ( d as their willi to pay)

and the policy’s net cost, inclusive of long-term effects on the government’s bud-
get. We divide the willingness to pay by the net cost to the government to form
each policy’s Marginal Value of Public Funds, or its “MVPF”. Comparing MVPFs
across policies provides a unified method of assessing their effect on social welfare.
Our results suggest that direct investments in low-income children’s health and

MVPF

£-MC Chid (State Exp)
«AQTC (55)‘4—

‘-c'-'o’ ®7opT

G Ho
(1] —

20 40 60
Age of Beneficiaries



Working Paper Series
Congressional Budget Office
‘Washington, D.C.

Exploring the Effects of Medicaid During Childhood on

E C O N O M I C the Economy and the Budget

Elizabeth Ash@cbo.gov

OF THE William Carrington

Consultant to the Congressional Budget Office
William Carrington@cbo.gov

Rebecca Heller
Congressional Budget Office
Rebecca Heller@cbo.gov
Grace Hwang
Congressional Budget Office

Grace Hwang@cbo gov

Working Paper 2023-07

TRANSMITTED TO CONGRESS
JANUARY 2025

November 2023

To enhance thx of the work of the Congressional nd ,CBO's
‘working paper series includes papers that provide technical descriptions of official CBO analyses s well as papers that represent




What do another ten years reveal?



Family formation declines
partially reverse

Mortality gains persist

Earnings and tax gains
accelerate




Research design

How we estimate the long-run effects of childhood Medicaid eligibility
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We follow the 1981-1984 cohorts through age 38

Birth cohorts 1981-1984

Childhood exposure Adult outcomes
Medicaid eligibility from ages 0-18 Estimated separately at each age

 —
Age 0 Age 18 Age 38



Data and measurement

Administrative data

Childhood Family formation Mortality Economic outcomes
exposure Marriage, fertility Date of death W-2 earnings, EIC,
Medicaid eligibility Tax data Numident and federal income tax
from ages 0-18 Enhanced tax data, ages
Eligibility calculator 30-38

Data accessed through the U.S. Census Bureau
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Enhanced tax data: age 30-38

Enhanced _ Federal
tax data — TAXSIM — .mch.rr}e—tax
(2010 onwards) liabilities and
tax credits

Additional Form
1040 information
previously
unavailable in
Census data

More accurate estimates of
taxes and selected tax credits

21



Taxes in Census data align well with those in Treasury data

Mean annual tax payments by age
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MSIS provides the Medicaid cost

Medicaid Statistical Information System

Administrative enrollment and spending records

4
Marginal Medicaid spending per simulated eligible year

4

Program cost in the fiscal ROI calculation

Medicaid cost (in 2011 dollars) is discounted to birth at 3%
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We calculate childhood Medicaid eligibility

Household income, Apply Medicaid Sum years
family size, rules by year eligible from
and state and birth cohort birth through age 18

Actual eligibility reflects household circumstances and policy rules

24



Simulated eligibility isolates policy-driven variation

Fixed national

sample of
children

Apply each
state’s
Medicaid rules

—

Sum simulated
eligibility,
ages 0-18

Household characteristics are held fixed

Variation comes from policy changes across states, birth cohorts, and years

Currie and Gruber (1996)
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Policy changes generated different eligibility histories

Born Dec '84
Eligibility
M 7.18-9.35
5-7.18

Born Jan '81
Eligibility

1-6.15
8 - 5.21
2 - 4.68
5-4.22

el |

1
2
.6
2
.4

Simulated eligibility differs across states, cohorts, and years

Simulated eligibility increased by 1.85 years on average
between the Jan. 1981 and Dec. 1984 birth cohorts

26



Estimating equation

Yia = B Years of simulated Medicaid eligibility o(i),s(s) TVs() T dc(i) t Eia

ages 0-18, based on
birth cohort and birth state

A separate regression for each outcome and adult age a

Birth-state and birth year-by-month fixed effects; standard errors clustered by birth state

27
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Simulated eligibility strongly predicts actual eligibility

One additional year of simulated eligibility predicts

0.94 years

of additional Medicaid eligibility

Standard error: 0.07 F =172

We therefore report reduced-form estimates

28



Results

What ten additional years reveal

29



The fertility decrease reverses course after age 28

Fertility
OA 1

.50
-100+

-150+

Per 10,000 people

-200

-250 A T T T T T T
15 20 25 30 35 40
Age

®p<001 A001<=p<0.05 m 0.05<=p<0.10 0 p>=0.10

Age 28: 179 fewer (mean: 4,587)

Age 38: 85 fewer (mean: 6,955)
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The fertility gap narrows relative to mean fertility

Fertility
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Age 28: 3.9% lower (mean: 4,587)

Age 38: 1.2% lower (mean: 6,955)
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Similar decrease for men and women

Female Male
0 0
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®p<001 A001<p<0.05 005<p<0.10 © p>0.10

Women, age 38: 87 fewer (mean: 7,664; 1.1% lower)
Men, age 38: 82 fewer (mean: 6,265; 1.3% lower)
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The marriage decrease reverses course after age 28

Marriage

Percentage points

15 20 25 30 35 40
Age
<001 4001<=p<005 = 0.05<=p<0.10 0 p>=0.10

Age 28: 1.73 pp lower (mean: 42.25 pp; 4.1% lower)
Age 38: 0.82 pp lower (mean: 64.51 pp; 1.3% lower)



Larger decline in marriage rate among men through age 38

Female Male
0 0
2 2
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15 20 25 30 35 40 15 20 25 30 35 40
Age Age
®p<001 4A001<p<0.05 0.05<p<0.10 © p>0.10
Women, age 38: 0.64 pp lower (mean: 68.0 pp; 0.9% lower)
Men, age 38: 1.00 pp lower (mean: 61.2 pp; 1.6% lower)
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Medicaid eligibility decreases mortality through age 38

Per 10,000 people

Mortality
0] |
5 |
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20 25 30 35 40
Age

®p<001 A001<=p<0.05 m 0.05<=p<0.10 0 p>=0.10

Age 28: 3 fewer (mean: 83)

Age 38: 8 fewer (mean: 234)
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Mortality reductions persist relative to mean mortality

Mortality
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Age 28: 3.7% lower (mean: 83)

Age 38: 3.4% lower (mean: 234)
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Greater decline in mortality for men; smaller in relative terms

Female Male
0 ’\N 0
g 2 g 2
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Women, age 38: 6.0 fewer (mean: 147.9; 4.1% lower)
Men, age 38: 9.9 fewer (mean: 318.6; 3.1% lower)
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Wages




Cumulative wage gains accelerate through the thirties

Wages
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Age 28: $1,511 (mean: $104,700)
Age 38: $12,200 (mean: $525,600)
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Wages also grow relative to the mean

% Relative to mean

Wages
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Age 28: 1.4% (mean: $104,700)

Age 38: 2.3% (mean: $525,600)
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Smaller increase in men’s wages; not precise until the early 30s

0,

Male
n——"?oaxf
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$12,990 higher (mean: $440,400; 2.9% higher)

Female
15 151
@ o
& =
S 10 S 10
ks ks
12} [2]
© ©
C =
& 51 @
> >
o o
= e
[ '**4‘ [
07 T T T T T
20 25 30 35 40
Age
®p<001 4A001<p<005 0.05<p<0.10 © p>0.10
Women, age 38:
Men, age 38:

$8,935 higher (mean: $578,200; 1.5% higher)
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Taxes and Transfers
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Cumulative EIC receipt declines through age 38

Thousands of dollars

Earned Income Credit
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Age 30: -$3 (mean: $71)
Age 38: -$30 (mean: $664)
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EIC receipt also declines relative to the mean

% Relative to mean

Relative to Mean
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Age 30: 3.7% lower (mean: $71)
Age 38: 4.6% lower (mean: $664)
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Greater decline in EIC among women

Female Male
0 0
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30 35 40 30 35 40
Age Age
®p<001 4A001<p<0.05 0.05<p<0.10 © p>0.10
Women, age 38: $42.84 lower (mean: $813.80; 5.3% lower)
Men, age 38: $18.23 lower (mean: $518.00; 3.5% lower)
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Cumulative federal tax payments rise through age 38

Federal tax
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Age 30: $177 (mean: $5,291)
Age 38: $3,585 (mean: $71,120)
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Federal tax payments also rise relative to the mean

% Relative to mean

Relative to Mean
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Age 30: 3.3% (mean: $5,291)
Age 38: 5.0% (mean: $71,120)
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Higher absolute tax increase for men; lower relative to the mean

Female Male

Thousands of dollars
: SN ¢ ‘
Thousands of dollars
N

20 25 30 35 40 20 25 30 35 40
Age Age

®p<001 A 001<p<005 005<p<010 © p>0.10

Women, age 38: $2,853 higher (mean: $34,570; 8.3% higher)
Men, age 38: $4,301 higher (mean: $106,700; 4.0% higher)

49



Do adult effects track eligibility changes?

Four quartiles of childhood family income relative to FPL
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Dose-response patterns

We estimate the first stage and reduced form within
Quartiles of household income relative to the FPL

Larger eligibility changes — larger adult effects

Q1-Q4 denote quartiles of household income relative to the FPL
Per public Census data, household income quartiles in 1998:

Q1 = $20k, Q2 = $39k, and Q3= $67.5k
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Eligibility changes and fertility

Fertility through age 38
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Points represent quartiles of childhood family income relative to FPL
Vertical bars show 95% confidence intervals
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Eligibility changes and marriage

Marriage through age 38
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Points represent quartiles of childhood family income relative to FPL
Vertical bars show 95% confidence intervals
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Eligibility changes and mortality

Mortality through age 38
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First stage: years of actual Medicaid eligibility
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Points represent quartiles of childhood family income relative to FPL
Vertical bars show 95% confidence intervals
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Eligibility changes and wages

% Relative to mean

Wages through age 38

FPL Q4 PL Q2

FPL Q1

FPL Q3

T T T T

0 A 2 3 4
First stage: years of actual Medicaid eligibility
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Points represent quartiles of childhood family income relative to FPL
Vertical bars show 95% confidence intervals
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Eligibility changes and EITC

Earned Income Credit through age 38
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Points represent quartiles of childhood family income relative to FPL
Vertical bars show 95% confidence intervals
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Eligibility changes and federal taxes

Federal tax through age 38
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Vertical bars show 95% confidence intervals



Robustness to alternate specification and eligibility construction

Per 10,000 people

Thousands of dollars

Mortality Fertility Marriage
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Fiscal return on investment

Does childhood Medicaid pay for itself?

Published return New tax effects Fiscal ROI
Return per dollar
Through age 28 Ages 30-38
et 5 of Medicaid cost

New tax effects and Medicaid costs discounted to birth; age 29 omitted
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Fiscal returns continue to grow through age 38

Dollars returned per dollar of Medicaid cost

Age

@ Published age-28 return —e— Return plus new estimates — — — Break-even

Previous paper: fiscal ROI through age 28 = 0.58
Ages 30-38: discounted taxes $1,272 > $299 Medicaid cost

60



|
Cost per life saved by age 38

The same Medicaid cost also implies a low cost per life saved

Discounted Medicaid Lives saved
cost 8 er Cost per life saved
$299  © 10,000 ~ $374,000
per child by age 38

Uses the same 3%-discounted Medicaid cost as the fiscal ROI calculation
and the estimated mortality reduction through age 38
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Ten more years reveal that age 28 captured only part of the story

Family formation Mortality Economic returns
Early gaps Effects continue Effects on wages & taxes
partly converge to accumulate grow in relative terms
Consistent with changes in $374,000 per life saved
timing
Fiscal return by age 38

0.58 — > 1

Policy evaluation requires ongoing follow-up to higher ages
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Fertility effects relative to sex-specific means

% relative to sex-specific mean

15 20 25 30 35 40
Age

—— Women  ===== Men
4 p<0.01 A 0.01<p<0.05 0.05<p<0.10 ©0p>0.10

Patterns and magnitudes are similar by sex



The marriage gap narrows relative to mean marriage

Relative to Mean
1

0,

-104

-204

% Relative to mean

-304

15 20 25 30 35 40
Age

®p<001 A 001<=p<0.05 ® 0.05<=p<0.10 0 p>=0.10

Age 28: 4.1% lower (mean: 4,225)

Age 38: 1.3% lower (mean: 6,451)
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Relative marriage effects, by sex

Marriage
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Relative mortality effects, by sex

% Relative to mean

Mortality
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Smaller increase in men’s wages; not precise until the early 30s

Wages
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EIC effects relative to sex-specific means

% Relative to mean

Earned Income Credit
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Federal tax effects relative to sex-specific means

Federal tax
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|
Constructing childhood Medicaid eligibility

Household at age 17 Policy calculator Annual eligibility
Income and family size—? State, birth cohort, —» Eligible at each age
Tax records and child age from 0 to 18
J

Total years of childhood Medicaid eligibility
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